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Dicar Mr. Srojth:

This request for an informel interpreration of Clayion Act §7A{e)(1] and (2) znd HSR. mle

802.1 involves our clicnt's sals of a 70% participation in 2 loan pertfolio.

Char elient, a large insurance company, has loan portfolios in the biilions of dollars.
Approximately fhrec years ago, it stopped mekiog aznicultural finance loans (" Agri-Finance loans"),
that is, loans to farmers secured by real estate mertgages. AT present our client™s Agr-Finance loan
portfolico is approximately $300 million. Ouy client continues to make sgriculural business loans
{"Apri-Busincss loang™), that is, loans to agrivultyre related bomow:ts mude on credit-based aualyscs
of borrowers' financiels and reguiring borowers to give financial covenants. At present owr client's
Agri-Businesy loap portfolio is oyer 82 billion. The distinction hefwoen Agri-Finanee lnanls and Agri-
Business Joans is somewhat fuzzy because many of the latlsr Invalve real estate as seourity as do il of
the fonner. Althengh, as indiculed above, aur client does act currently make Agri-Finance loans, it

may resume that type of lending i the future.

Owr client™s persenne] who bandle roeeipt of payments, accounting, and issuance of fipancial
reports do so for both types of agricultural loans, AL present our cliont has only two ficld service
poople exclumively handling A gri-Finence Joans. Fhey call on farmers to check collateral and, on a
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farmer’s roquest, @ik about pre-paymemts, waivers with regard to ssle of collateral, refinancing, 2nd
1he Hlkce,

In the conternplaged transaction, our clisnt will sell a 70% participation interest in itz Agri-
Finauce loan portfelio for about 3210 million to a lar-.der engaped nationwide in making loans to
farmners. Nooe of our client's Agri-Business loan portfolio is being sold. Cur client will continae to
handle payments, accounting, and financiel yeporting for the entire A gri-Fipsuee loan portfolin. Cur
client's two Tield sarvice employees are retiring at thie time. The buyer's persanme] will perform fleld

servicing of the entire Agri-Finance loan portfolio sehiect to our client's spproval.

Our clicut belicves that the transection described above is exempt under Clayvton Acl 57{c)
from HER reparting as 3 gale "af banady, seortgager, deeds of trust, or othier obligutions wiich are not
voting securfifes” and a8 8 sale "tk the ordirary coirse of business™ n which our client will not be
gelling “all or subsianiizily ail the gsvets of on operating wnlt” within the meaniog of §802.1 (a) of the
HER rsgulations. Because the bulk of the work performed in processing Agri-Finance loans is by
slisnt personnel who also work on Agn-Business Joans, our client bas no personnel engaged in
oripimating Agr-Financa leans, and the distinction between the two types of loans is spmewhat
artificial, our client does not consider Agri-Finance loaps to be an operaling wnil. Also, hecause these
office persennel will contimue with our elivat and because our clisout will retain a 36% patficipation in
the Agri-Finance lean portfolic, it docs nol considor that it is sclling oll or substantiully sl of the

aesels of an operating unit cven if there were one.

We wonld greatly appresiate teseiving your mformal interpretalion of the statuts and mles as

applied to this transaction. Thank you






